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DIRECT LOANS FOR VETERANS 30 PERCENT 
OR MORE DISABLED 


FRIDAY, JULY 31, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. ¢ 

The subcommittee met at 10 a. m. in the committee room of the 
House Committee on Veterans’ Affairs, the Honorable William H. 
Ayres (chairman of the subcommittee) presiding 

Mr. Ayres. The subcommittee will please come to order. 

The purpose of this hearing is to discuss H. R. 6582, a bill to liber- 
alize the direct home-loan program under title III of the Servicemen’s 
Re adjustment Act of 1944, as amended, in behalf of certain disabled 
veterans. 

The bill is as follows: 


H. I ( 
A BILI ! progr Ill S I t A 
M4 smended, in b l 
Be st ens d by the Senate and House of Rep nititiane shbidhe iT Tincied Gind f 
Ll G Congress assembled, That le II! of the Servicemen’s Readjustment 
of 1944, as amended, is hereby amended by adding a new subsection gy 
ection 512 to read as folloy 
An veteral otherwise eligibl to the hencfit of this sect 

ompensation is pavable under part I, Veterans Regulation Numbered 1 (a), a 
amended, for disability incurred in or aggravated by active service as pr i 

tion 500 (a) of this title, and if such disability is rated not l than 30 p 
centul shall not be ubject to the requirements of e] ( | f subsectio a) or 
lau \) of subsection (b) of this section: P ided, That riginal pri pa 


amount of any such loan to such veteran shall not exceed $12,000.”’ 


Mr. Ayres. In the past the Subcommittee on Housing of the Com- 
mittee on Veterans’ Affairs has he Id he arine’s both out in the fic Id and 
here in Washington. If the testimony we heard had been backed up 
with action, there would not be any need for the discussion of H. R. 
6582. 
tions, particularly the large lenders of money, have testified that if the 
interest rate were to be increased and if they should be permitted to 
engage in discounting there would be plenty of money available for 
loans for the veterans. / 

In some sections of the country we find the veteran is being taken 
care of. In other sections we find that it is next to impossible to get 
a loan. 

It was called to my attention by numerous disabled veterans 
throughout the country that they felt since they were disabled, and 


in many instances their positions were not as secure as those of able- 


Having reviewed the hearings again, I find that the lending institu- 


902° 
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bodied men, they were being discriminated against even in the tight 
market. In view of that fact, after talking with Mr. Teague and other 
members of the committee, we decided that perhaps it would be ad- 
visable to find out just what the veterans’ organizations and the Vet- 
erans’ Administration thought on the matter. 

Mr. Birdsall, I believe you are prepared to discuss the problem with 
us this morning. 


STATEMENT OF GUY H. BIRDSALL, ASSISTANT TO THE ADMIN- 
ISTRATOR FOR LEGISLATION, VETERANS’ ADMINISTRATION, 
ACCOMPANIED BY JOHN J. McEWAN, JR., SPECIAL ASSISTANT 
TO THE DIRECTOR, LOAN GUARANTY SERVICE, VETERANS’ 
ADMINISTRATION, AND T. F. DALEY, DIRECTOR, LEGISLATIVE 
SERVICE, OFFICE OF LEGISLATION, VETERANS’ ADMINISTRA- 
TION 


Mr. Brrpsauu. Yes, sir. Without objection, Mr. Chairman, I 
would like to follow a report which was worked up. It had to be 
worked up very quickly. The fact is we could not channel it through 
to signature, but I have the Deputy Administrator’s approval to 
follow this as the general statement. I have a carbon copy here for 
you and Mr. Teague. 

The bill proposes the addition of a new subsection (f) to section 512 
of the Servicemen’s Readjustment Act of 1944, to read as follows: 

(f) Any veteran, otherwise eligible to the benefits of this section, to whom 
compensation is payable under part I, Veterans Regulation Numbered 1 (a), as 
amended, for disability incurred in or aggravated by active service as prescribed 
in section 500 (a) of this title, and if such disability is rated not less than 30 
per centum, shall not be subject to the requirements of clause (1) of subsection (a) 
or clause (A) of subsection (b) of this section: Provided, That the original prin- 
cipal amount of any such loan to such veteran shall not exceed $12,000. 

Now, clause (1) of subsection (a) has to do with the requirement 
that the Administrator has found after the effective date in this sec- 
tion that in the area in which the dwelling or farmhouse is located or 
is to be constructed private capital is not available for the financing 
or purchase or construction of dwellings or construction or improve- 
ment of farmhouses, as the case may be, by veterans under this title. 

The other limitation which would be removed is little ‘‘b’’ under 
big “‘A”’ of the section, which provides that the original principal 
amount of any such loan shall not exceed $10,000. It is subsection 
(b). That would change the $10,000 to $12,000 for the particular 
purposes of this bill. 

Under the proposed text the program of direct loans for eligible 
veterans of World War II and the Korean conflict to finance the pur- 
chase or construction of a home or the construction or improvement 
of a farmhouse would be liberalized in the cases of certain disabled 
veterans who are entitled te compensation for disability incurred in 
or aggravated by the period of such service in World War II or the 
Korean conflict if such disability is rated not less than 30 per centum. 
The bill would waive the area limitation governing direct loans by 
authorizing the Veterans’ Administration to make a direct loan in 
any part of the country to the mentioned veterans, subject, of course, 
to the requirement that the veteran must show inability to obtain 
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a guaranteed or insured loan from a private lender in a community. 
It would also amend the $10,000 limitation now in effect for individual 
direct loans, by permitting loans up to $12,000 for veterans in the 
mentioned disability category. 

The program for direct loans was enacted by the Housing Act of 
1950 (Public Law 475, 81st Cong., approved April 20, 1950) and pro- 
vided the Administrator of Veterans’ Affairs with authority, through 
June 30, 1951, to make a maximum of $150 million in home and farm- 
house loans to veterans in areas where loans from private lending 
sources were unobtainable at the then-prescribed interest rate not in 
excess of 4 percent per annum. Section 614 of Public Law 139, 82d 
Congress, extended this authority from June 30, 1951, to June 30, 
1953, and the direct loan fund was reconstituted as a revolving fund. 
Public Law 325, 82d Congress, approved April 18, 1952, provided 
additional funds of not to exceed $125 million allocated in quarter 
annual installments of $25 million to June 30, 1953. An interest rate 
for direct loans not to exceed the rate authorized for guaranteed home 
loans and in no event to exceed 4% percent per annum; together with 
$100 million in additional funds was provided by Public Law 101, 83d 
Congress to June 30, 1954. 

The direct-loan program was authorized by the Congress in apparent 
recognition of the difficulties experienced by veterans attempting to 
obtain the advantageous terms of GI financing in the smaller towns 
and semirural communities remote from the urban centers where 
long-term funds have traditionally been more plentiful. In conformity 
with the apparent intent of the Congress, the Veterans’ Administra- 
tion has accordingly confined eligibility for direct loans almost exclu- 
sively to the smaller towns and the more rural communities where 
veterans have had little or no opportunity to obtain the advantages 
of a GI loan from private lenders. It may also be stated that through- 
out the life of the program, it has been administered in a manner 
which has greatly minimized any competition with private mortgage 
lenders. 

The committee will wish to consider the potential number of eligible 
veterans who would be affected in relation to the limited funds avail- 
able to the Veterans’ Administration for direct-loan purposes. 

As of June 30, 1953, it is estimated that there were 705,000 World 
War II veterans and veterans of service on and after June 27, 1950, 
as prescribed by Public Law 28, 82d Congress, receiving compensation 
for 30 percent or greater disability. The World War II group num- 
bered 675,699 and the Public Law 28 group, 30,046. 

It is apparent that not all of the mentioned disabled veterans would 
be affected under the proposed bill, as a substantial number of them 
undoubtedly live in areas which are presently eligible for direct loans. 
Assuming that they are distributed in the same proportion as the 
total veteran population, it is probable that about 68 percent or 
roughly 480,000 live in areas not now eligible for direct loans. Of 
this group, there are undoubtedly many who have already obtained 
loans under title III of the Servicemen’s Readjustment Act and who 
would not be eligible under the bill. It is estimated, therefore,that 
the potential group who would be eligible under the bill would be 
limited to a maximum of roughly 360,000 World War II and Korean 
veterans. Of course, not all of this potential group could be expected 
to be io the market for housing and thus eligible for a direct loan prior 
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to the expiration of the direct-loan program on June 30, 1954. It 
might be conjectured that perhaps 10,000 to 15,000 of these veterans 
might take advantage of the proposed bill and this total would, of 
coul be 3 or 4 times larger the direct-loan program should be 





ded for the remaining life of the title IT] program. 
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million a quarter Even at 4% percent it is extremely doubtful 


whether Veterans’ Administration can sell direct loans amounting to 


O\ $25 million aa ter It is coneeivable that it could happen, 


however, and in chat event Veterans’ Administration would have 
available funds for more than 16,000 loans during fiscal 1954, and 
might then be better able to satisry the credi demands of the disabled 


veterans whom the propos d bill would benefit. 
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Under the direct loan program as now constituted direct loan 
funds are channeled to those areas where private capital is unavail- 
able or unwilling to make VA-guaranteed or insured loans to eligible 
World War II and Korean veterans. The subject bill would depart 
from that basic policy and possibly establish a precedent to extend 
the direct loan program in noneligible areas for other purposes, for 
example, to supply mortgage credit to minority group veterans who 
find such credit on liberal terms difficult to obtain even in the larger 
urban centers. Generally, the majority of eligible credit-worthy 
veterans have been able to obtain GI financing in most urban sec- 
tions of the country during most of the postwar period. 

In many instances where disabled veterans are unable to obtain 
GI financing in areas presently ineligible for direct loans, the 
the reason probably is attributable not to the general lack of loan 
money but rather to the fact that the individual veteran may not be 
able to demonstrate ability to repay the loan or may be regarded 
by the lender as a poor credit risk. In this connection, it should be 
emphasized that under the law and Veterans’ Administration regu- 
lations and procedures the veteran must be a good credit risk and 
must show ability to repay a direct loan according ro standards 
which are essentially similar to those employed by the bulk of the 
lending institutions in the country. It is assumed that the bill does 
not contemplate a relaxation in Veterans’ Administration direct loan 
credit standards for disabled veterans in the described category. 

It is recognized of course that even in some urban areas it is often 
difficult for certain veterans to find GI financing, particularly to buy 
ai existing home or to build a home on a lot which they own. In 
such cases and also when private capital is not available for other 
types of housing in the area of a veteran’s residence, he might derive 
benefit from the proposed bill, assuming that direct loan funds are 
available, to the extent that private capital for GI loans for certain 
types of housing would be lacking. 

The committee will wish to consider, generally, whether H. R. 6582 
is desirable in view of the improvement of GI loan availability 
anticipated in many parts of the country. It is probable that the 
increase in the maximum interest rate to 414 percent effective May 5 
and the liberalized discount rules effective July 1 should make it 
easier for veterans, whether or not disabled, to obtain GI financing, 
particularly in the areas not now eligible for direct loans which embrace 
most of the urban area of the country. 

The proposed authorization in the bill to increase the direct loan 
maximum. from $10,000 to $12,000 to the disabled veteran group is 
presumed to be related to the somewhat hicher housing prices and 
ible for 
direct loans. However, the bill does not make a distinction in this 


building costs which prevail in the urban centers not now elig 
connection between a low-cost rural section or a high-cost metro 
politan area so that under its terms the $12,000 loan maximum would 
be uniformly applicable. 

Due to the urgent request of your committee for a report on this 
bill there has not been sufficient time to ascertain from the Bureau of 
the Budget the relationship of the proposed legislation to the program 
of the President. 

Mr. Ayres. I think you have made a very good statement, in view 
of the short time you have had to consider it, Mr. Birdsall. 1 might 
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take exception to the last paragraph, when you say that there has not 
been sufficient time to ascertain from the Bureau of the Budget the 
relationship of the proposed legislation to the program of the Presi- 
dent. Weare getting new things up here every hour, so that probs ubly 
would not have made too much difference. 

Mr. Brrpsatut. We would not have that in the report except that 
under budget instructions we must put that paragraph in if we send the 
report over without clearance. 

Mr. Ayres. Mr. Teague? 

Mr. Teacue. I get the impression that there is a very optimistic 
outlook so far as veterans’ loans around the country are concerned in 
the next year. 1s that a true impression from the statement, Mr. 
Birdsall? 

Mr. Brrosauu. | believe that is a true impression from one para- 
graph of our report. I think probably Mr. McEwan may desire to 
enlarge upon that. He is here from the Loan Guaranty Service, 
representing Mr. King. 

Mr. McEwan. It might have been well to qualify that paragraph 
a little bit. I think it might have been well to say the improvement 
that we hopefully anticipate. 

We are not fully optimistic by any means. We do feel that the 
higher interest rate is attractive to the local portfolio lenders, savings 
and loan associations, and commercial banks and so on. We think 
also that the liberalized discount rule should begin to have a helpful 
effect on the ability of mortgage companies and builders to obtain 
credit from the large secondary market investors in the East, for 
example. 

On the other hand, the mortgage money market is tight and con- 
tinues unsettled. So we probably should qualify that paragraph a 
little bit and put in the word “hopefully.” 

Mr. Ayres. In your opinion is there anything our committee can 
do to call to the attention of the smaller lending institutions who in 
the past and at the present time are buying the direct loans how helpful 
it would be if they would take an active part or a more active part in 
contacting you to buy these direct loans? 

Mr. McEwan. Yes, that might be helpful. I might say, of course 
it is practically impossible for us to sell the 4 percent saan you ap- 
preciate, at par. We now have a very small quantity of 4% percent 
loans. We will have them in increasing numbers over the year. 

We do plan a drive to try to sell those 4% percent loans. We will 
oe every lender and attempt a sales campaign. I think we 
should | fairly successful in selling a substantial quantity of 4% per- 
cent aki 

Mr. Ayres. You would have no objection to our stressing what 
good buy they are? 

Mr. McEwan. No, sir; we certainly would not have any objection. 
We think they are a good buy. At every opportunity we try to sing 
the praises of a 4's percent direct loan as a prime investment. 

Mr. Ayres. Then the only obstacle in the way of getting more 
direct loans through is the lack of funds; is that right! ? 

Mr. McEwan. You mean if this bill were to be enacted? 

Mr. Ayrus. Yes. 

Mr. McEwan. That would be the prime difficulty, of course; 
whether there would be enough funds to go around. 


oo 
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Mr. Ayrus. If your present direct loan fund can revolve rapidly 
enough there could be ample funds? 

Mr. McEwan. Yes. As Mr. Birdsall pointed out, conceivably if 
we were to sell more than $25 million a quarter we could make more 
than $100 million available in the next fiscal year. 

Mr. Ayres. Has there been any appreciable increase in the number 
of loans in the last 30 days, or applications for the same? 

Mr. McEwan. You are speaking now of the guaranteed loans? 

Mr. Ayres. Yes. 

Mr. McEwan. We do not yet have the statistics for July. We will 
have them in a day or two. 

Of course, July might reflect in part the effect of the liberalized 
discount rule which went into effect July 1. Even so, that would give 
you only a month’s experience under the changed rule. We would 
prefer to see the August figures, before we could get any idea as to 
whether there is an upward trend. Currently there is not. Every- 
thing is just sort of floating along at a level of about 25,000 loan appli- 
cations a month, roughly. 

Mr. Ayres. It may be, Mr. McEwan, that some of the prospective 
buyers have been a little impatient and perhaps too anxious to get a 
home. But I think I speak for most Members of Congress when I 
say that our mail has been predominantly along the line that the 
veteran has not been able to get the loan as he anticipated. 

As I stated in my opening statement, we have thousands of words ot 
testimony from the lending institutions saying what a beautiful 
picture it was going to be, and how easy it was going to be if we just 
went along with them. Having gone along, it does not seem as though 
there is too much patriotic blood in their viens. 

Mr. McEwan. Well, of course, the discount difficulty, of which 
you and Mr. Teague and Mr. Bonin are well aware, finally was re- 
solved, but it created a great deal of uncertainty. It will probably 
take a little while for it to work out under the new rules. 

You still bave a situation where many of the big lenders are sort 
of—perhaps you could characterize it this way: You have eager 
seekers of mortgage capital, the builders who are flooding into the 
capital centers looking for credit; and the big investors are sort of coy 
about it. They are a little hesitant to commit themselves over a 
long term. 

Mr. Teacur. They just think there might be a better deal to come 
along? 

Mr. McEwan. Yes, sir. 

Mr. Ayres. Have you received reports, like all of us have, that the 
money market ranges anywhere from 90 to 93? 

Mr. McEwan. We get alarm notices of that kind. I might point 
out that under the amendment to section 504, where discounts are 
now expressly sanctioned where the lender charges the builder for the 
cost of disposing of the loan in the secondary market, the conferees of 
both Houses of Congress indicated, to guard against abuses, that the 
VA should get data on the prices for which these mortgages are being 
sold. We have now instituted a reporting system and we will start 
getting in the next month or so reports from lenders on the actual sales 
prices. For the first time we will be able to distinguish fact from just 
rumor. We will know what the prices are. 
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Maybe we will find a lot of these very low prices you hear quoted 
were just distress cases; I do not know. Maybe they are true averages 
today. It is difficult to tell. 

Mr. Ayres. But it is your opinion that in the near future more 
money will be available, and as soon as the market reaches a level 
which is stable, something that they can count on, the veteran will 
be able to get a loan more easily? 

Mr. McEwan. Yes, sir; with the qualification that we do not look 
forward to any period of abundance or profusion such as that which 
characterized 1950, for example. We think there will be some im- 
provement, although it will not be astounding and will not be any 
startling change. That is because there are basic changes which have 
been taking place. In the last few years, for example, many investors, 
particularly life-insurance companies, have gotten to the point where 
the ratio of mortgages to total assets is just about as high as they want 
to see it go. Their mortgage lending is confined to new money they 
get through deposits and premiums and repayments on their present 
portfolios. 

But we would expect a gradual improvement as these commitments 
work out and all the new rules are digested by the lending community. 

Mr. Ayres. The thing which this committee is primarily interested 
in at the present time is that we are going to have a lot of boys return- 
ing from Korea and other parts of the world. We hear a lot here in 
the Congress about raising the morale of the people, but it is going 
to be pretty disheartening if these boys come back and find that the 
doors are closed as to getting themselves established in a home, par- 
ticularly the disabled fellows. That was the primary purpose of the 
bill. 

Mr. McEwan. Could I mention one more factor which may have 
a helpful influence in this picture? That is the recently announced 
Fanny Mae ‘one-for-one’ plan. It is somewhat complicated, but 
the effect of it will be to make a sizable amount of money available to 
builders for advance commitments so that they can plan their con- 
struction ahead. Most of that money will go for GI loans, and most 
of it will go on very liberal term. 

Since the Government is holding the loan ultimately, I would 
think a good quantity of those would be very liberal, many with 30- 
year terms and no down payments. 

Mr. Ayres. That is very good. Mr. Bonin? 

Mr. Bonin. No questions. 

Mr. Ayres. Madam Chairman? 

Mrs. Rogers. I would just like to remind the gentleman that we 
were promised another extension next year. We were promised that 
we would put in another bill. 

Mr. Ayres. You mean we were promised an extension of the direct 
loan program next year. 

Mrs. Rocers. Yes. 

Mr. Ayres. I think that promise will be kept. 

Mrs. Rogers. It is something to look forward to, I think. 

Mr. Treacuer. You are very confident that it is not going to drop? 
If anything it is going to be an increase in the number of houses? 

Mr. McEwan. You are putting an awful load on me, Mr. Teague. 
I wish Mr. King were here. I know that when he reads this testimony, 


a?! 
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he is going to say: “I would not have said that, Jim. I would have 
given a little different emphasis to this or that a) 
Mr. Ayres. We are very happy to have you. Mr. King has said 


some things up here he was sorry about, too. 

Mr. McEwan. I probably will be, too. Obviously, no one knows 
for sure. 

Even at the worst point we have never gotten much below 25,000 
loans, no matter how black things looked. There is apparently a 
substantial stratum of loans, a minimum below which we do not go. 

Mr. Ayres. You do not think it is safe for Mr. Teague to issue a 
press release in the State of Texas: “Forget about your troubles, 
veterans. Housing will be available.”’ 

Mr. McEwan. I would not want him to go that far. Pear in 
mind I am talking about national totals. Geographic differences 
have always been in this picture. 

But my personal guess would be that the lenders and builders in 
Texas pretty soon should have a little more luck in getting commit- 
ments from the investors in the north and eastern sections. 

Mr. Tracur. Would that be primarily because of liberalizing of 
the discount? 

Mr. McEwan. Yes, sir. In other words, if they want, they can 
buy 4% percent loans at 97. That yields about 5 percent; 5 percent 
is a pretty good yield for a guaranteed obligation. They are making 
many conventional loans at 5 percent. 

Mr. Ayres. That is the thing, Mr. McEwan, which is so dishearten- 
ing to those of us on the committee. We realize that the lender 
cannot lose, but still he is not too anxious to get into the market. 

Mr. McEwan. Much of the difficulty is that in this last month or 
two, when you have had all of this confusion, the market has been 
more unsettled than usual. You have had builders and lenders 
coming in from outlying parts of the country desperate for capital to 
get their projects going, and they have offered loans for 90, 92, and 93. 
It is understandable in such a climate that the insurance companies 
would be hesitant to make commitments at 97. 

But sooner or later this overhang, for example, of 4 percent loans 
should be worked out. We are hopeful that after 60 days there will 
be some improvement; although, as I have emphasized, we do not 
expect any startling improvement will take place. 

Mr. Teacunr. That is most encouraging to me. 

Mr. McEway. I cannot give you any guaranty. 

Mr. Tracue. I did not get that reaction down in Texas about 10 
days ago from the builders or the lenders either. 

Mr. McEwan. Even with the revised discount rule? 

Mr. Twacur. I was trying to figure out exactly where that fitted 
in. That was 2 weeks ago when I was down there. It had changed 
before that, had it not? 

Mr. McEwan. Well, you know, the savings and loan associations, 
for example, have always been a kingpin in the GI loan program. 
They are very optimistic, and they have made strong statements that 
they feel they will increase GI financing in the balance of the year by 
60 or 70 percent. If they do that, the savings and loan associations 
alone will make 12,000 or 13,000 GI loans a month. 

I realize that that may not help some project builders in some sec- 
tions who need more than the local capital resources to proceed. 
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Mr. Ayres. If the market had loosened up sufficiently there would 
not have been any point in the introducing of the bill. 


Mr. McEwan. That is right 

Mr. Ayres. But the situation in Ohio was bad here a week ago. 
My hometown papel the Akron Beacon Journal, which never misses 
an opportunity to get a gor ad story, went out and interviewed a group 
of bovs who attempted to get loans, and it was rather discouraging 
to read the comments that they had to make regarding the treatment 


they received from the banks. I cannot help but feel that we are 
going to be doing a grave injustice to the boy who returns with a 
disability. When he is rejected I do not blame him for being bitter, 
even more than the man who has returned with all his facilities. 

| personally, and | know Mr. Teague and Mr. Bonin and other 
members of the committee, will give proper publicity to the fact that 
you have 4}%-percent loans available for sale, and I think that if that 
information is gotten to the people who are interested it will help. 
There are thousands of them who are interested in buying them. 
Even some of the banks in my hometown have said, “‘We would rather 
buy the direct loan than to fool with the guaranteed loan.”’ 

We will do our best to help you make the fund revolve. 

Mr. McEwan. That should help. As I indicated, we plan a sales 
campaign of our own as soon as we get enough 4% percent loans to 
make it worthwhile to sell them. Maybe with a concerted effort 
we can sell more than we hope to, or expect to. 

Mr. Ayres. Thank you very much. 

Mr. Downer, for the sake of the record will you give your full name 
and the organization you are affiliated with. 


STATEMENT OF ADIN M. DOWNER, ASSISTANT LEGISLATIVE 
REPRESENTATIVE, VETERANS OF FOREIGN WARS OF THE 
UNITED STATES 


Mr. Downer. Adin M. Downer, of the Veterans of Foreign Wars. 

Mr. Chairman and members of the committee, I think in the be- 
ginning I should say that we do not have a resolution on the specific 
matters raised by this bill. However, I should like to discuss with 
you some of the aspects of it. 

As I understand the bill, it would increase the maximum amount 
from $10,000 to $12,000 for only the new group of eligibles who would 
be brought in under this bill, which would be all veterans with a 
disability of 30 percent or more regardless of the area in which they 
may live. Consequently we would have loans authorized up to 
$12,000 in the areas now eligible for direct loans to the disabled under 
this bill, and with a maximum limitation of $10,000 in the same areas 
to those who are now qualified, those who are not disabled. 

It seems to me, if my interpretation of the bill is correct, that that 
inconsistent situation should perhaps be changed, which would be a 
very simple proposition, by amending the statute to strike out the 
present $10,000 limitation and increase it to $12,000, so that the 
$12,000 would apply in all cases. 

Mr. Ayres. There have been suggestions along that line, Mr. 
Downer. Mr. Thornberry of Texas has a bill which is not exactly 
along that line, but he is interested in reviewing the whole program, 
so far as the maximum and minimum amounts are concerned. 
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Mr. Downer. While we have no official resolution on that propo- 
sition, I feel confident that our organization would have no hesitancy 
in endorsing the increase of the maximum amount from $10,000 to 
$12,000 in the direct-loan program. 

I believe the present limit was set when construction costs were so 
much lower than what they are now that actually to increase the 
amount would not be giving any greater benefit than was originally 
given. It would merely permit them to remain more in the status 
that the Congress established in the original enactment of the act. 

It seems to me that the loan program is based on a very sound 
principle; that the loans are to be made from private sources when 
possible. The statute as it now reads, as | interpret it, requires the 
Administrator of Veterans’ Affairs to make a direct loan if he has 
determined that money from private sources is not available. 

Now, I am inclined to think that when the Congress enacted that 
statute that what they meant was that direct loans should be made 
where and when money from private sources was not avaiable; 
instead of placing the eligibility on the opinion or the determination 
or the finding of the Administrator of Veterans’ Affairs. The Admin- 
istrator can ignore the true facts and fail to make a finding that private 
money is not available, and, therefore, an area is not eligible. 

Ve have had frequent complaints in our office during the past few 
years from veterans who lived in urban areas that have not been 
designated as eligible. They cannot get a loan from private sources, 
and they cannot get a direct loan because the Administrator has not 
designated it as an eligible area. 

Mr. Ayres. Are you saying that you think the bill should be 
broadened, or at least the interpretation of existing law should be 
such that if a veteran is refused a loan by a private lending institution 
he is eligible for a direct loan regardless of the area? 

Mr. Downer. That seems logical to me, that the purpose of the 
program is that if a veteran cannot get a loan from private capital 
that the Government will give him one. I cannot see why it makes 
any difference whether the veterans live in a rural area or in a city. 
If he cannot get a loan from private sources he cannot get aloan. He 
has the identical need for a direct loan from the Government. 

Mr. Ayres. Since they have interpreted it as to designating areas 
that are eligible, do you think, Mr. Downer, that it is fair to discrimi- 
nate against the veteran who does not have a disability? 

Mr. Downer. I am not sure that I understand you, Mr. Ayres. 

Mr. Ayres. We are taking a certain group of veterans and saying, 
‘You are going to have a benefit that other veterans do not have.” 

My question is: Do you think it is fair to be that discriminating? 

Mr. Downer. We have generally taken the position in most mat- 
ters, Mr. Ayres, that the disabled are entitled to special consideration. 
Now, of course, in the matters under the Readjustment Act, I think 
the matter of disability should be given less weight than in many 
other fields. The purpose of the Readjustment Act is to assist the 
veteran who was dislocated because of his service, and one who is not 
disabled suffered the same dislocation that a disabled person did. 

[ would not want to make any recommendation as to the recom- 
mendations of our organization on that specific matter, because of 
the fact that we have not taken an official position on it. But, gen- 
erally speaking, insofar as the bill seeks to extend eligibility to areas 
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not now eligible, even though it is for a limited group of disabled, it 
seems to me that to that extent it complies with what the original 
intent of Congress must have been in the first instance; that if a private 
loa is not availab] eligibility shall be established for a direct loan. 
This bill does that for those with a disability of 30 percent or more. 


Mr. Ayres. Well, in view of Mr. Birdsall’s statement and Mr. Mc- 
Ewan’s testimony, do you think it advisable, perhaps, to wait 4 or 5 


months, maybe, until Congress reconvenes in January, and at that 
time survey the situation, to know exactly whether the GI program 
has progressed as satisfactorily as we all hope it will? Then at that 
time perhaps we could even go into this a litle more thoroughly. 

Mr. Downer. I am inclined to think that it would be vood to do 


that, Mr. Ayres. We would be very happy to submit the matter to 
our organization and make a specific recommendation to the com- 
mittee. 

If | understood Mr. Birdsall’s testimony correctly, I doubt if action 
at this time on this bill would have any immediate results. 

Mr. Ayres. Well, as we stated, we will all be home. We will have 
August, September, October, November, and December to promote 
the sale of direct loans that the VA has. We will also be in a position 
to speak to our banking friends and attempt to convince them they 
should get into the market. However, if the channels through private 
enterprise, so to speak, do not work, then we will have to go into 
something of this nature 

Mr. Downnr. I think the situation as it exists at the present time 
is that the big restraint on the direct loan program is the lack of 
funds. If I understood Mr. Birdsall correctly, there is a backlog of 
applications at the present time. 

Mr. Ayres. Well, there is a rumor that they want to increase the 
debt limit, so maybe they will hold us here long enough to evaluate 
the whole budgetary program. 

Mr. Downer. I am inclined to agree with your suggestion, Mr. 
Chairman, that under the circumstances it might be advisable to 
postpone final action until a later time. 

Mr. Ayres. We thank you for your opinions on this, Mr. Downer. 
We will be in touch with you. 

Mr. Downer. Thank you very much. 


Mr. Ayres. Mr. Foster? 


STATEMENT OF CHARLES E. FOSTER, ASSISTANT LEGISLATIVE 
REPRESENTATIVE, DISABLED AMERICAN VETERANS 


Mr. Foster. Mr. Chairman and members of the committee: My 
name is Charles E. Foster. I am the assistant legislative representa- 
tive for the Disabled American Veterans. 

Mr. Ayres. I presume you are for the bill. 

Mr. Fosrer. Frankly, I do not think we are, Mr. Chairman. We 
take a pretty dim view of it, as a matter of fact, for two reasons. I 
will try to be brief in stating the reasons. 

In the first place, as we pointed out to this subcommittee some 
months ago, we are very apprehensive and concerned over the manner 
in which the GI loan program has drifted away from being a benefit 
program for the veteran, for several reasons. There is the increase 
in the interest rate and the legalization of discounts, and so on. 
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We feel that in enacting the Servicemen’s Readjustment Act of 
1944, the Congress endeavored to make loans available to veterans 
returning from service. I think it was one of the finest things that 
the Congress ever did for servicemen. It certainly enhanced the value 
of property in this country. It helped veterans readjust themselves 
and get established. The value of it is certainly unquestioned, and 
the manner in which the veterans have responded in making their re- 
payments has been amply explained and told about by officials of the 
Veterans’ Administration and representatives of various veterans’ 
organizations, and everyone is quite proud of it. 

At the present time we do not feel that the home loan program is 
much of a veterans’ program. We feel that he can go into the market 
and get a conventional-type loan and be just about as well off as he 
would be getting a GI loan. There is not too much advantage, if 
any, in many localities. 

Mr. Ayres. There is a terrific advantage if the intent of the law is 
carried out and he is able to purchase the home for the small dowa 
payment. 

Mr. Foster. Well, in some places, of course, the small down pay- 
ment is an advantage. 

Mr. Ayres. That is the big advantage of the direct loan. 

Mr. Foster. Yes. 

Mr. Ayres. Most of the mail we get from fellows who cannot get a 
direct loan is on the basis: “If I could get a direct loan they never ask 
more than the 5 percent.” 

But even under the guaranteed loan they want anywhere from 15 to 
40 percent down. The real benefit to the veteran, as my mail indi- 
cates—and I cannot speak for the other gentlemen of the committee 
is to be able to get into that home with a small down payment. 

Mr. Foster. We agree with you on that 100 percent. As : 
of fact, we recommended that the direct loan provisions of Public 
Law 346, as amended, be extended to all veterans. In similar pro- 
grams in the past, both by States and by the Federal Government, no 
one has ever lost a nickel on that kind of a program. That is what we 
are advocating. We realize there probably is not too much support 
for that. 

Mr. Ayres. You are advocating a direct loan program for all 
veterans, and not just disabled veterans with a 30 percent disability? 
Mr. Fosrmr. For all veterans, at 4 percent interest or even less. 

Mr. Ayres. You could not get it at 4 percent interest, could you, 
Mr. Foster? You heard the testimony here this morning that they 
‘cannot sell the direct loans. Your organization is not advocating that 
the Government get into the financing business and stay in? 

Mr. Foster. Yes, sir; insofar as the GI loans are concerned. That 
was the testimony we submitted to this committee some months back. 

Mr. Ayres. At that time I think it was pointed out that it would 
take about $5 billion a year. 

Mr. Foster. It would be a very expensive program, but actually 
you are merely taking money out of one pocket and putting it in an- 
other for a period of 15 or 20 or 30 years. In the long run it would not 
cost a cent. 

As I say, that has proved out in various States that have had pro- 
grams of a similar nature in the past, and the various Federal Govern- 
ment programs. 


mottar 
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Mr. Ayres. I can assure you of this, Mr. Foster, speaking for my- 
self as an individual: I assume that at least, personally, | will not push 
for the passage of this bill this session, but when we come back in 
January, if the testimony contained in these hearings, given by the 
lending institutions, has not been bae S d up with action, there will be 
an awful lot of sympathetic support for your proposal. 

Mr. Foster. Well, we will be in there supporting it, too, Mr. Ayres. 

Mr. Ayres. I think the large lenders of money in the country are 
definitely on trial for the next few months, because the Congress has 
done everything they asked for. 1 think you were here the morning 
that Mr. King discussed the discount. 

Mr. Fosrmr. Yes, sir; I was. 

Mr. Ayres. You were here at the other hearings. I know you 
have studied them. It is a matter of record that the major lending 
institutions of the country said that with a 4% percent interest rate 
and with the relaxing of the discount there would be plenty of money 
available for the GI program. I assure you if that is not forthcoming 
by next January there will be steps taken in some direction, and 
perhaps along the lines you have proposed. 

Mr. Foster. Well, only time will tell how that will work out. 

Mr. Ayres. That is right. 

Mr. Foster. By January, when Congress reconvenes we should 
have a pretty good picture of how the program is going. 

I would like to briefly mention our second objection to the bill, and 
that is the provision that the class of eligibles shall be those rated not 
less than 30 percent disabled. We consistently oppose legislation 
W hich endeay ors tO CIscl im) nate against one group of service-connected 
disabled as against another 

For instance, in your dependency allowance laws they break that 


off at 50 percent The recent compensation increase oranted Was a 
percentage increase to those 50 percent or more disabled and a lesser 
increase to those rated less than 50 percent. 
Our reason for that is this, Mr. Ayres. First, we do not like to see 
the men on the disability rating schedule divided up into various 
] 


segments at d one Seg nent played off against another, so to speak. 

Another and really more practical reason is this: As soon as vou set 

border or a limiting degree of disability, immediately those veterans 
on the rating sched ile below that limiting percentage have a very 
difficult time in getting an increase in their disability rating, even 
though the facts in the particular case may warrant it. For instance, 
with a veteran today who is rated 40 percent in his disability, when 
it becomes aggravated and he goes before a rating board to have it 
readjusted and gets his examination, we have found from experience— 
our service officers tell us this is a fact—that when he goes in to have 
that rated upwards to 50 or 60 or 70 percent, whatever the case may 
be, the rating people endeavor to do everything to keep that man from 
getting an increase, because actually he is not getting an increase from 
40 to 50 percent, but he is getting an increase of maybe 20 or 25 
percent, 

The same is true here. Let us assume that this bill is enacted and 
they break this off at 30 percent. The 20 percent man will come in 
for an increase, and it will be justified that he should have an increase, 
for his disability may have become aggravated for one reason or an- 
other. He would find it very difficult to get an increase to 30 percent, 


a 
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because it would not mean just the additional 10 percent compensation, 
but it would mean he would be getting a lot of other benefits. 

We do have a lot of people who feel they are the watchdogs of the 
Treasury, and we have to keep these payments to veterans down and 
so forth. We feel that is a very real and practical objection to setting 
up limiting features with respect to this. 

Mr. Ayres. Your major objection is that you do not want to 
establish this as a precedent. 

Mr. Fosrrr. That is right. In other words, I would not even 
like to see it for all service-connected disabled veterans. 1 would 
like to see it for all veterans, as 1 mentioned before. 

Certainly if it were for all service-connected or all compensable 
service-connected disabled veterans it would certainly meet with our 
approval a lot more. 

Mr. Ayres. Suppose we leave it this way, Mr. Foster: As I said 
before, there will not be any drive to get this enacted at this session. 
Suppose we arrange to talk with you shortly after we reconvene ia 
January and find out what has happened in the market. You will be 
hearing from the members of your organization. All of us will be 
hearing from our people while we are home. We will have some hear- 
ings then to find out just what has transpired. 

Mr. Foster. We should all be armed at that time with a lot more 
facts than we have now. 

Mr. Ayres. At least you and Mr. Downer have let it be known that 
you expect some action. If we do not get action there will be steps 
taken to correct the situation. 

Mr. Foster. Yes, sir. We want to see it returned to where it is a 
veterans’ program, a program for veterans, because it has certainly 
helped some two or three million veterans. We still have a lot of 
men being discharged from the service every day. I guess we will have 
that for some little time to come. 

Mr. Ayres. Mr. Teague? 

Mr. Tracusr. No questions. 

Mr. Ayres. Mr. Bonin? 

Mr. Bonrn. No. 

Mr. Foster. Thank you very much, gentlemen, 

Mr. Ayres. Thank you very much. 

The following letter from the Administrator of Veterans’ Affairs 
has been furnished on my request for the record: 

VETERANS’ ADMINISTRATION, 
Washington 25, D. C., August 8, 1958. 
Hon. Wiiu1aM H. Ayres, 
Chairman, Subcommittee on Housing Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Drar Mr. Ayres: I am informed by members of my staff that during the hear- 
ing on July 31 on H. R. 6582 (a bill to liberalize the direct home-loan program 
under title III of the Servicemen’s Readjustment Act of 1944, as amended, in 
behalf of certain disabled veterans) a question arose as to the policy under which 
the Veterans’ Administration confines its direct home and farmhouse lending 
activity primarily to smaller towns and rural areas. Apparentiv one of the 
representatives of the veterans’ groups advanced the thought that the Veterans 
Administration should make direct loans to any credit-worthy veteran unable 
to obtain a VA-guaranteed loan, without regard to any area limitation. 

As you know, the basic requirements for eligibility for a direct loan are found 


in section 512 (a), primary among which is the requirement that “the Adminis- 
trator of Veterans’ Affairs has found that in the area * * * private capital is 
not available.”’ (Italics supplied.) In order to carry out this provision of the 
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la the Veterans’ Administration instituted a survey of the availability of GI 
loans from private sources immediately after the enactment of this legislation. 
The status of individual areas with regard to the direct-loan program was de- 
te d on the basis of reports from our regional offices and statistical surveys 
of e availability of loa in comparison with the estimated veteran population 
of e area While we have generally adhered to county boundaries in delimit- 
ng direct-loan areas in the interests of administrative simplicity, where our 
studies have indicated that a determination should be made on the basis of smaller 
areas e have done so. Often only the nonurban portion of a county has been 
designated 
W) we ¢ not cor d tl there was any express legislative direction 
req VA to confine direct lending to smaller towns and rural areas, we can 
c cations in the original hearings on the direct-loan program which would 
t l W at it was the thi of the Veterans’ Administration and of at 
lea S ( embers of tl Congress that the program was designed to 
be nD! ry assistance to those small town and rural areas where private lending 
ix it s were unable to satisfy the demand for veterans’ housing loans. We 
are attaching to this letter four excerpts from testimony on legislation relating 
to ft lirect-loan program which we believe support this view. You will note 
tha excerpt from the hearings on amendments to 8. 2246 incorporates a letter 
fr F. W. Kelsey, Assistant Administrator for Finance, to the Honorable 
Rayi i Foley on the availability of GI 4-percent loans by geographical areas. 
Web e at this letter shows that it was the belief of the Veterans’ Adminis- 
tratio hat al direct-loan program which might be instituted was to be of 
primary benefit outside the urban areas of the country. 
As from the fact that most metropolitan areas did not qualify because of the 
g ral availab of 4-percent mortgage loans in such areas, we believed that the 
$150 million made available for direct loans could supply only an extremely small 
frac of the potential demand for 4-percent loans in the larger cities and that 
to make a token allotment of these funds to areas such as New York or Chicago 
( 1 serve to build up the hopes of many veterans who could not possibly have 
he erved with a direct loa It was also believed that in limiting the size of the 
direct loan f d to $150 million, the ¢ gress could not have intended that these 
funds were to supply any significant portion of the veteran housing demand in 
he larger urgan centers of the country This is readily apparent when you 
conside hat the total of VA-guaranteed home loans was about $3 billion in the 
single year 1950; even currently when the supply of GI financing is somewhat 
restricted, private lenders making approximately $225 to $240 million in 
GI home loans each mont! 
I of both the Congressional emphasis on rural areas and the practical 
r a very limited supply of direct loan funds, it was concluded that the only 
tenable policy was to channel the funds to the areas of greatest relative need. 
It was ab lantly clear i der such a basic poliey the bulk of the funds would 
nec arily flow to the aller »W rural aré where GI 4-percent loans 
extremely scarce or nor ste ust as clearly under that policy it would 
be proper to de nate urban areas where GI financing was available, often 
} \ he program got under way in the summer of 
1950 the was generally a plentiful supply of GI 4-percent money in practically all 
: vs 
1 be pointed VA's p during the fir lirect 
an p did c | lude metropolitan area ple 
‘ ly el ‘ rect-loan f 1s fro ort 
able \ ! nate as eligible iere 
( | l 4 ( time, 
! l , OOD 2 eitie the 50.000 to 100.000 
yf) a » WO) t 9 000 , ible 
4 ( ' ] t rity yf the 
Ve i 1 the e 30, 1951, expiration 
‘ ! ) r. T. B. King, Director of the 
| . j ( te { e Committee 
Ve \ t Dp VA had foll ed int desi ion 
ri a i I l y ( L¢ { t the 1 
1 be \ ! ropolit areas se excerpt 
f 7 l | attached Since there appeared to 
bye or ( re TOLO' at that time, we assumed 
that cre ‘ I if tl shes of Congress 
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Our assumption was clearly confirmed in connection with subsequent legislati: 


which made additional funds available for direct-loan purposes (Publie Law 325 


ff the 82d Cong In the committee reports of both the House and Senate 
committees dealing with this legislation, specific indication was give i ( 


committees assumed that the Veterans’ Administration would continue its poliev 





of making these funds available primarily in the small towns and semirural areas 
f the country To quote the Senate report (S. Re] \ 1403. 82d Cor 2d 
April 1952), Che pre rar wa vuthorized recog tr { the i 
that many Worid War II veterans, part lar] se | iller 1 
rural areas, were unable to find private lenders to n rs 
| tp ree t home loans V« I tt shy t ( Ip < ‘ >t the 
\dditional direct loans which would le possibl this bill as ee thos 
! that nearly all ect loans will be vce t rt d ul 
ireas of t ntry rl port of eH 3 ‘ Ve A fT 
H. Rept. N 128 892d Cons 2 S i arv 30. 1952 { | ) 
Lee ihe administrative applicat rf e pre ‘ I S ass | 
e cont) ed, generally is l { ymetropolita 1reA yf ( ' 
and thus nearly all of the loans are made in rural and semi 
\ these exp ssio VI er bell it t ( ) or the 
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over $1 billion a vear would be required for direct loans, only a sn ropor 

of which could be met by the inflow into the revolving fund from repay ments 
snd sale 

We hope that the foregoing will prove helpful to your committee in explaining 


VA lirect loan area policy 


Sincerely your 
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Excerpt From HErarInGcs BEFORE A SUBCOMMITTEE OF THE COMMITTEE ON 
3ANKING AND CURRENCY, UNITED STATES SENATE, 8lst CONGREss, First 
SEssION, ON 8. 2246, JuLy 26-29, 1949. 


TESTIMONY OF WILLIAM A. RECKMAN, AMERICAN BANKERS ASSOCIATION, PAGE 270 


Senator SPARKMAN. Before you get away from that, there is one point Senator 
Cain brought out that I want to mention. You say you do not know of any areas 
where private credit is now not available for this type of housing. I think you 
may be overlooking one area. Iam not referring to one particular section of the 
country. But we have found this to be true, that around most cities and towns 
there is a fringe outside the city or town. It is really rural, but it is nonfarm, in 
which it is almost impossible to obtain loans. Have you had that experience? 

Mr. Reckman. We have not. 

Senator SpARKMAN. I can assure you that we have had complaints from many, 
many places in which that was true. 

Mr. ReckMan. We have not. Ohio is well covered. 

Senator Carn. I speak in support of the chairman at this point. We are trying 
to establish the reasons why credit is seemingly not available in these fringe areas 
to which you refer, Mr. Chairman. If that is not a fact, an answer to it through 
private lending, it seems to me if the risks are reasonable and if they are not we 
will just have to make up our national-policy mind that we have a fringe segment 
that is not a reasonable risk and the Government must take care of them. 


Excerrts From HEARINGS BEFORE THE COMMITTEE ON BANKING AND CurR- 
RENCY, Houses oF REPRESENTATIVES, 8lst ConaGREss, Ist Session, oN H. R. 
5631, Juty 26—-AvucustT 9, 1949 


TESTIMONY OF MR. BERTRAM E, GIESECKE, THE AMERICAN LEGION, PAGES 107-108 


Mr. Chairman, I would like to make one comment on title IV. Two years ago 
I was State commander of the Legion in Texas and did some 60,000 miles of 
traveling. We like to brag about everything being big in Texas, but we have 
housands of small towns and that is true, I think of all States. The reason we 
are so particularly interested in this title IV is that for the average individual 
veteran, in the small town, that particular phase of the housing program helps 
more than any other part of the housing program. It means more to the individual 
small fellow in the small town who wants to build his own home. 


TESTIMONY OF T. B. KING, DIRECTOR, LOAN GUARANTY SERVICE, PAGE 207 


The Veterans’ Administration has not favored the direct loan. We do admit— 
we are compelled to admit—that perhaps as to some rural areas, where local 
capital is scarce, it may be the only vehicle through which those veterans can 
obtain 4 percent financing for the construction or purchase of their homes. 


TESTIMONY OF ABNER FERGUSON, UNITED STATES SAVING AND LOAN LEAGUE, 
PAGE 293 


Mr. Monroney. We heard, in your testimony, criticism of direct loans to 
veterans. I believe the theory behind that is not to take a specific veteran who 
has been turned down but in certain areas where no 4 percent loans are being 
made at all, in those emergency cases, on finding of fact that the money is not 
available to vitalize the GI program, it is the case to let the Government go into 
those particular areas. 

Mr. FerGuson. Congressman, I do not believe there is an area of that kind in 
the United States where you cannot get 4 percent Government loans. 

Mr. Monroney. We have heard some complaints about it. 

Mr. Fercuson. It is really in the sparsely settled places. Our people have been 
taking them regularly all the time. We have never stopped taking them. 

Mr. Monroney. We have a lot of complaints from the smaller towns. 

Mr. Fereuson. Of course, that may be true in some of the smaller towns 
because smaller towns have no banking facilities. 

Mr. Monroney. Most of the criticism of course is that they have an urgent 
housing situation, and sometimes more urgent than the larger communities, 
where a great deal of building is taking place and no lending institution is willing 
to go through the study and experience necessary to make these GI loans in those 
particular areas. 
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Excerpts From Hearines BEFORE A SUBCOMMITTEE OF THE COMMITTEE ON 
BANKING AND CURRENCY, UNITED STares SENATE, Slst CONGRESS, SECOND 
SESSION, ON AMENDMENTS TO 8, 2246, JANUARY 12-18, 1950. Pages 46-47. 


Senator SPARKMAN. I am not sure in talking about good credit risk whether or 
not you include this as one of the factors; that there are some areas in which the 
money simply would not be available. 

Mr. Foutey. On any terms? 

Senator SpARKMAN. Yes. 

Mr. Fouey. Yes; I think you will always find that to be true. 

Senator MayspanxK. The American Legion, as I recall, last year practically said 
in places, as the chairman has said, they wouldn’t get any money at any price. 

Senator SPARKMAN. Yes. 

Mr. Foury. Yes: I think there are a limited number of areas. 

Senator Bricker. Where would some of them be? 

Mr. Forey. I would think normally you would find them in sparsely settled 
districts; very small communities, not served by local lending institutions, less 
frequently in areas that do nave lending institutions of their own. 

Still less frequently would you find that situation in areas so large that are 
served not unly by large local institutions, but bv some national institutions 

Senator Mayspank. Could we get some areas put into the record before the 
hearings are over? 

Senator Bricker. Yes. 

Senator Mayspank. Could the Housing Authority give a few illustrations where 
there would be no banks, where there would be only these other institutions? 

Mr. Fo.tey. With reference to the particular points, as to the veterans loans, 
I will be hapvy to try to secure it for you, which I think I would need to get 
through the Veterans’ Administration 

Senator MayBaNnk. Will you do so, please 

Mr. Fouey. Yes. 

(The following was received from the Veterans’ Administration in response to 
the above:) 


9 


JANUARY 20, 1950. 
Hon. RaymMonp M. Fouey, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

Dear Mr. Fouey: In response to the telephone request through Mr. Condon, 
of your office, there is enclosed a brief statement concerning the availability of 
home-mortgage finance to World War II veterans in semirural or rural areas 
This statement is necessarily inconclusive, partly due to the difficulty of assembling 
an accurate survey on data of its nature, and partially due to the short time allowed 
for its preparation. 

Please let me know if you would like this supplemented in any detail which we 
may have at hand. 

Very truly yours, 
F. W. Kesey, 


Assistant Administrator for Finance. 
AVAILABILITY OF GI 4 PeRcENT LOANS BY GEOGRAPHIC AREAS 


The VA has no statistical information immediately available of {current sig- 
nificance which would give any conclusive answer to the question whether GI 
loan credit is generally available to veterans in smaller communities and semirural 
areas. It is true that narrative reports from some of our regional offices have 
indicated that the veteran living in a small town has a more difficult time in 
exercising his loan guaranty benefit. Indeed, it is generally recognized in the 
thinking of students of real-estate finance that long-term mortgage financing at 
low interest rates is more difficult to obtain outside of the urban areas. 

But it should be emphasized that the reports from VA field offices are not 
current and may not reflect the changes in the credit situation for GI loans which 
have occurred in the past few months. For example, the renewed participation 
by many large insurance companies in GI loan investment should have a helpful 
effect in spreading mortgage capital into more areas. Similarly, the 1 percent 
origination charge in lieu of certain closing costs which was recently authorized 
by a VA regulation change should have a salutary influence upon many banks 
and savings and loan associations in the less populated areas. The 100-percent 
market for GI first-mortgage loans authorized by Public Law 387 on October 25, 
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1449, must also be take to a nt as a relevant factor which has not had time 
operate Because of the « stents of the more liberal Government secondary 
compar s are beginning » branch out from the urban 
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I do not know what the effect of getting that into this record will be, but I 
would like to have it in the record so that in effect we will have a qualified endorse- 
ment, at least, of what we have tried to do, and we will put people on notice that 
is the way we think it is necessary for us to go in the future 

Mr. Ayres. I want to thank you gentlemen for appearing before 
the committee. We will have the hearing recessed, and we will have 
an executive session. 

(Thereupon, at 11:03 a. m., Friday, July 31, 1953, the subeommittee 
proceeded in executive session.) 





